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hand-to-mouth existence forced him into making immediate sales.
The net result is illustrated in reports of investigations by the
Ministry of Agriculture which give a picture of conditions in the worst-
stricken prefectures during the spring of 1933 as harassing in its
details as the more familiar accounts of the great famines in China.
In the light of these conditions, affecting so large a proportion of
Japan's population, her economic condition at the end of 1933 takes
on a more serious appearance than a study of the trade and budget
position alone would suggest. Contemporary Japanese critics did not
hesitate to sound the warning that the continuance, for very much
longer, of the financial strain imposed by the actual scale of expendi-
ture would be more than the country could stand. The 1934 deficit
was to be covered by further borrowing; and, although the Japanese
public was stated to have bought bonds in 1933 to twice the amount
required, it was recognized by Japanese bankers that this source of
supply was nearing exhaustion and that the banks, in financing the
Government, would find it increasingly difficult to pass the burden
on to the public.1 The point was put by Baron Goh, the President
of the Tokyo Chamber of Commerce, in The New York Times of the
8th October, 1933:
The necessity of a balanced budget is one of the iron laws of finance. A
sound financial policy is essential for the stabilization and steady develop-
ment of our economy. . . . We must consider the effect upon general
economic conditions of the continuance of the loan policy. The Bank of
Japan's open market operations have up till now been remarkably
successful, but there are limits to the market's capacity for absorbing
loans. If the Government follows an unsound financial policy, the
continued flotation of public loans will cause a heavy fall in their value.
The currency will expand and inflation will become inevitable.
To this summing-up it is only necessary to add that, by the summer
of 1934, Japan was carrying a load of internal debt half as great
again as in 1930, and that the assets of Japanese banks and Govern-
ment institutions were becoming locked up in Government bonds to
an extent which might prove damaging if not dangerous.
Although, therefore, Japan could congratulate herself on emerging,
with her financial structure intact, from a year which had been
critical for all countries in the World, Japanese satisfaction on this
account could not but be chastened in view of the threatening
1 The fiscal year 1933-4 actually closed with a surplus of 77,000,000 yen
compared with an original estimated deficit of 66,000,000 yen; and the loan
expenditure programme was reduced by 16*6,000,000 yen compared with the
sum contemplated in the budget. The situation regarding Government
borrowing was thus appreciably alleviated.